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Inmate Calling Arbitrage 

 
This ex parte presentation provides further information supporting Pay Tel’s concerns expressed in its 

submissions in this docket regarding the potential for rate arbitrage activity should the Commission 

adopt rates which provide an incentive to engage such activity. 

 

Currently, a small portion of parties receiving long distance inmate phone calls from jails have a financial 

incentive to “shop” for a lower calling rate by obtaining a phone number local to the county jail (rate 

arbitrage.)  Under the proposed interstate rate cap of $0.07 per minute, the situation will be completely 

reversed, making rate arbitrage a significant issue for ICS vendors serving Jails going forward.  

 

 
 Source:  Pay Tel calling data for all facilities 

 

Current Local Jail Market Facts: 

 Local call rates are (generally speaking) substantially lower than long distance rates 

 84.1% of calls placed from Jails  are local calls (blue shaded section), with no incentive to  

“shop” for a lower rate 

 Only 15.9% of Jail calls are placed to long distance called parties (red shaded sections), with 

incentive to obtain a local phone number in order to benefit from the much-lower local call rate 
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Scenario if the FCC Adopts the Proposed $0.07 per Minute Interstate Rate: 

 New rate capped Interstate rates will be substantially lower than local and intrastate long 

distance rates 

 2.7% of Jail calls will fall into this category (blue shaded section) with no incentive to “shop” for 

lower rates 

 97.3% of Jail calls (local and intrastate long distance in red shaded sections) will have 

tremendous incentive to obtain an interstate phone number in order to benefit from the absence 

of a per call surcharge and the much lower $0.07 per minute interstate rate 

 For a fifteen minute call, the proposed $0.07 rate is substantially lower than the lowest local call 

rate cap or intrastate long distance rate in any state today1. 

 

 
 

In addition to the obvious potential financial impact of wide-spread rate arbitrage; this activity presents 

a significant security concern.  In particular, if a called party has obtained an interstate phone number 

just to obtain lower rates, the facility will no longer have accurate information as to the location of that 

party.  

 

  

                                                             
1 See attached  50 State Rate Chart for Local, IntraLATA and InterLATA Calls 
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How Significant is the Potential Arbitrage Problem for County Jails? 

According to the Bureau of Justice Statistics data, local Jails processed 11.6 million admissions last year2.   

 

Description 

Arbitrage Potential 

Today Under Proposed Cap 

Annual New Jail Inmate 
Admissions 

11,600,000 11,600,000 

Inmates Booked and Released 
with Free Calls Only (33%) 

3,828,000 3,828,000 

New Inmates Booked and 
Placing Revenue Phone Calls 
(67%) 

7,772,000 7,772,000 

Unique Called Numbers  
(New Inmates x 5) 

38,860,000 38,860,000 

Percentage with Arbitrage 
Incentive 

15.9% 97.3% 

Total Consumers with 
Arbitrage Incentive 

6,178,740 37,810,780 

 

 

 

 

 

 

 

 

 

                                                             
2 Bureau of Justice Statistics - Jail Inmates at Midyear 2012 - Statistical Tables, Page 4 (attached). 

The potential for arbitrage is 

6x greater under the proposed 

rate cap 

*  *  * 
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